
a.1"E'I"'Jl. NATIONAL EXCHANGE
1.~CARRIER ASSOCIATION!!

2120 L Street, NW
Suite 650 Gina Harrison
Washington, D.C. 20037 Senior Counsel and Director
Tel. 202-263-1650
Fax. 202-776-0078 Washington Office
e-mail: gharris@neca.org

July 27, 2000
Ms. Magalie Roman Salas, Secretary
Federal Communications Commission
The Portals
445 Twelfth Street, S.W.
Washington, D.C. 20554

ORIGINAL
EX PARTE OR LATE FILED

Re: Ex Parte Notice: CC Docket No. 96-45, Federal-State Joint Board on
Universal Service; CC Docket No. 99~deral-State Joint Conference on
Advanced Services

Dear Ms. Salas:

On Sunday, July 23, at the NARUC convention in Los Anageles, Bob Anderson,
President, Ken Levy, Vice President and General Counsel, and I, all ofNECA,
Margot Humphrey, Esq., representing National Rural Telephone Association, Marie
Guillory, Vice President, National Telephone Cooperative Association, and Bob De
Broux ofTDS met with Commissioners Nanette Thompson of Alaska, Bob Rowe
of Montana, Bret Perlman of Texas and via telephone, with Laska Schoenfelder of
South Dakota. A representative ofSBC was also in attendance as an observer. We
discussed the attached material, including the NECA Rural Broadband Cost Study:
Summary ofResults. The study estimates the investment dollars needed to upgrade
rural study area lines in NECA's Common Line Pool to broadband capability at
$10.9 billion. In light of this estimate, we discussed the need for universal service
reform for rural carriers.

This filing is being made immediately upon my return to my D.C. office from the
NARUC convention in Los Angeles. In accordance with Section 1.1206(a)(l) of
the Commission's rules, two copies of this Notice are being submitted to your
office for the above-referenced proceeding. Please address any questions to me.

Sincerely, ~

~
Cc: B. Perlman

R.Rowe
L. Schoenfelder
N. Thompson

No. of Copies rec'd,~3:--_­
ListABCDE
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Presented to: Rural Task"Force
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Continues to be based ori'Telationshipto'National AV'erage Cos!'.' ,
per Loop (L~,., >115% o(NACPL. rec.~ij~,¢s~.uPP,Qrt)"",,,..:::'J;,:~. ';::;:>~~:~",,';';'.,:, ,.'~'.':'fir~th·~;

. ~ ..:~, . :' ~.~ : ' .- - .; ". -. I ...- ' ......_,- ,., " ~;,....~,"~ ",," h;'·..i:'·~ '"fJ"'··'j

• Subject to certain ,limitatiQns"~~:'··:i'~2·:·.. ,~:' ." .~ ..~ ,.'\:-;':, ,,;"~':>;~';~!'~;:

Data collected and fired by NECi'pfog;~'~drhinister~4b~'}:;~:'")
. . . ~. t tv"'" I

USAC ~. :1.>' ....~ ..;:.\..: '.

, "., ":~i . , .," ,P'.:" ~ ," :,J';}j!~~:i>'
". '," k. ,,' I .•••••. , <\ t·' •. ".,' . ,; .... ,,. >'lll " •. ;".- " .• l ...~;t1t..~
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Data Collection Process
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• FCC Rules require all incumbent local exchange carriers·'t9- ·'·~.·i;;.·:1
',' . ',- . l.:'" .,' - ' ,,'" , '~.", _.' : ~.;:.t~/. ,.,

submit certain investment and expense data to'NECA . :,.". '-,,~~~ _~:

non-rural carriers required tosu9,trlit d4ta~quart6¥lYf,<t;1,j ,;~.·,::~f~
, .' • '. .. '.' " .'. _. .!!' l .'''' ,;0" ~",;:,_ 't _. -. -l'· .,'. '":'_;~::_"::., .\..... '" ""~' ~'.' .~~,"1':~"_~"'-:~';:;':.It::~

rural carrIers requIted to 'subml~'~fdata annual:1y put lnaJf:<::,;.~~q.,··-· ~j

update data quarterly on a.voluntary 'ba~is '. '..~;:' ··.d;O, _.~.." :~"~'~~;~>~,j:~

, ',"'C . .:", "' ,:'}'~1i/

Data Collection Form 'in~luded',·as·'Att~chtri~nt':A'.fC;~;':~'" ":",t:~~7:'~:::-~~~§!I~{~
" " , '7 :,.' • ," 'c.':;" ';~.' ..,,':':~"" ~~:.':<'.·.v-,,.,.,,~;.;<~;,.... ,

presentatio;n materials'\.", . '<. .;, .. ,'_.'~';... ,:~,r_ .?< ....:.'<'.::.. ' ''\''~".' "'. ;7~:.~(~~~~f~~'.1~i;·' ~~:
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". Oata 'C,qllectiop Proc"c:ss. (cdnt.),.,'·.r::!.l::~'
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. ,. ~ ,;' , , . :?~ .~. ":-~~,f;L~;~' ",'

• Section 36.611 requires carriers to supm.it' :,.'{~:'
1 ,. • . • ,\4;,_ t·· '~'>I: ..;.' ,

. the following infoqnat',on:.. .... '" .'. ";.; ..,.;./.rSi'::~
. , •...' ,c: " '. .. ..t., ',' ", .. , . ,'~"", . ','•• - " I,,' ':: !:('~~;~.,.-~:!;:.,.t"\~,/?\~f~,·lr'!1:

- "Unseparated, stat~ ~nd'interstat~; gros:~ plant"J~nv~~trtle_nt;::-~'~/~, ,~<~.
'. • .., .. "" . . . ','.' ' ",. - ~ ,"." ,-.... "'1 :

in Exchange Line'Cable and WireFacilities:(G&WF),:',:Y'~:~:'~~:L~~,:::

Subcategory 1.3 and.,ExchangeLWe C~ntraL()~fice ..•.•".T;;"~':· :
(CO) Cir~uit Equipm~nt,Categ·orY<fl.13 .. ,' ,: "~?';\;;,.:.:", .:,,';'.:": '?Jf~,~>"

, ," 'C',,' "', I." .,.:;:.••~ " ::-.,' ':.! t~.j.tl;.~ ~.~':'•. ",' t,~~·.f<",:;~~~t.,

- '. Unseparate<i accunmlateg depr~ciatipfl an,~~§h-:c~tr~~~.~f~~;i,.;
deferred· federal income tax~s,'atttibutab!e'to!:!f}xcharige~~:I~~~l~;;:- ,'j

, >.' ,- •• ), ,I I ~. -~., , .....,~.. •

Line C~:WF Subcat~~ory 1.3 il)v~~tment, aI1<lA:J _> ',;;i;~ .
. ;,' Exchal1g~~L-ine CO;J8.ir,c,\lit, ~quipfu~nt C'ategQfy~4;13;:\,,·;~:~':'t~~\.;~~, ~
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- Unseparated depreciation expense attributable',to "'::" -- .. ,,;
Exchange Line C&WF Subcategdry 1.3' invesffuent," -," .: .. _'.:"
and Exchange Line CO.CircuitEquipment.CategorY,:7,,';·~"'.'f,·, ',,;~:1~C.."·
4.13 investment '-"',"," , -'" .- ,'.~; ":":~. ·';·/,'-,;,'-,'<,.~';:r··~ ~?<'

_ ," " < , -.' --:... ~-\ i;"- '-~~ •• ~ ;:<·'~-i·"-.:"· 'f

- Unseparated maintenance expense atlributcible,to"'d-'" -'," ~:;':-'.,~,_""

Exchange Line C&WF Subcategory 1.3 investihent and,::"}~:1r :I

Exchange Line CO Circuit EquipUlentCatego!iY::~.J3,~,.L'lA~
- '_' ,.~:,_. _'~ ",;-...2iit~-~._:,r,-~,

'investment" . ,,-' ,.C, '. :/; • ',' ." -';".7""-,-;.,._;;;,:~,,

, • ' '.'. \ "'-:">'~:i~~i' . -?\i~t~bJ<' ~~
~/',>t-
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.Data 'Cpllectiop. Proc~ss (cqnt.}·..::'\",
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..~ '•.p , ,
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.,. . ' ::::~., " .<:'~~+ " ,,' ";'~!'i' ,:: .. ,; .:;' .':~t
~ I . ~ .... ~. ~ i., t. -..:' .,cl"'".,;lt /'" l."" t.. .'.~ y ...t.'... ,'., "" I .. ,_ ;"'l,Jil,:,,,,, ".~.,-tt1"l~"f,. :,,,'-~l .·.L~t~"'l''''''
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- Unseparated corporate operations expenses,·~p.entting· .. ;':';"'::., :~
,': '. ".' ," .;:"/... ,"" ,,/., . ._. .'~'::i..;, t

taxes, and the benefits and rent pdrtions of operating'.'. ': ',~":;~' .
expenses. ,The~ amount ~for each cate.gory. of, e,~·'~ps,e:~:;<', ·,::,.::;,.',·~:'~~';~~t~

. . ,- ~ .. ' ", . " . "C~;';}.'~','-' "'i>',., --', ."'..r-;~.~ , .. ' ~~4l~.."~ -:' ..;-'r.t:~

.listed shall be stated separately.~,,:: '., ,':~::'" ..:>'!~~:'. "'.,~.~' ."-",
, .. l ..." ~ '." . _ .. ,I.. - ," 1. ' . .:, .. , ~,.; . "" .'

- Unseparated gross telecommunications plant,; '.'~ :""f":';" ':":./~:::~'~:':':
.., . .' ." '·::·i~,·' "1, .. ,., : '. ,~':;~.'~~:·~li~-~'Investment;' ' . .:,~:t". " .:~>~.;" "

• . : ." ,"; . ·~~:i~~;,>::,:;.:"."· :'\:~~,~:~,'

- Unseparated accum.~lateddepr~c.iatjonatlg'·'~.~~~~~JfenX~~;·:~f~pt~~~

:' deferred federal income taxes attributableJo J6tal;,~c~' :·.:·:.~;~·~'~~:~~r;}:t£;t.¥:;'~:";. ,. ,. . ..'... . . · '. ", .';,, , . " ~ >~.- .i;.::: ~:, " . ,...~ ..~·.)~··:.rj~'~ : ':

unsepaiated telecominunications 'plant -inve·st~,¢nt,~· :'~" ..::'~. ~.':" ·':'.7ir·.~<
" . ",,' -·'c~'\.i,. ;" ,.' ,(;.-J~', - '~""'.:' _•.~ ""·'J".\·"t;'''l

"" -.Total'aria category "Y~3 "Working<l}oops ,';., ','; '~ '~<, "-.. ~-;.':~ ~·:·>;'t~"<
, ,:.', ,', .; .)')<," '. ":':, ."'..;" , ;,,/::~.:>i: J.:'~ ',.:,,: "';:''i:?~'j.;.;,,;, .. '~" ''. ,: " i "" (!'~1" . :" ..;: ,.·:·<~;~.:",'-.:;\~'::~r;:'ii;' ~

~ .. :'" I .....~,:.ll,_1 .. ', <.':'",' "...• «"'j"f",-. , ~., L.: .. " •••.,~t., .... ,' ....~~ ..... ' .~.r.t'il~ '~.'~"i':;""":>"( ",,~..f."'!ll

. •,;<.' '\'. .~,.'. '::.<'_\" ••·S··'i~:· .' ,;;;.; :Y::,.Y·~'I~ .~- .'.';}~:;;'-~r:_' .•.. ',:~. .-:••• ;. ..•~, .···.··<:~~,;~:,;~j;~;W~;~_ :~:

'1 ' .', • ,.\. • .:, .~\:1/ ' ( .' .-~" '1~~~~:'" ,

.·l)ata C.qllectlQP Proc,~ss: (cQ,nt~} ..<, .. ,'~;:£~
-' ;:" .:' :. ~.~.><:~: .' :..,;
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With the data submitted, NECA lltiliz,~s. ari '::,~~'-;£;,; i'
l. ; ", ; ~1, ;·~ii"<,'· ":, ;'~>t:,:'

algorithlll to cieve10p iJ1divic\ual §tu.dy:',~re~, ,,;~/:';~~;::
.' .,," J . 0 0 .;.: , •• ' •••••••• 1 ,,' ~'*'~'~,;~, ..~ ; ~."..:~.o •.;(:.~I~~f.~

and the national average loop' cost ;"":,>',. ", t;;<lt; i;;

• USF Algorithmin,c1uded as,At~ach~~;t'~~,:~"(;;;c<~:~r'.;
I \ 1 f'· '~," I ... ,,,f,~~ ..

to presentation materiaJs.', ,"" "~~'~i!;,,,".::.".'~;{f;~i;:

.';,.. ' ,·~,,~l~~ ,..-., f . ',.",', L,..-" 'It':.~';'':I~(\-.. J; - .. "'..... I., ..... ,t """1.t~...t,.~ : ~ ~,,\..... \..... ." . ~~C"'~~;-, ,L:.~,;~~~...~·;~tt',:,_ ,v~~.(,:-~,~ti~~'~

;'K··,.,_.c<.'c, t<,' ":\.,:"L','" ,.;; ;- ,;.;,<., '~, '1:<; : ·~,,·.?rjf{(~:~·:~i';.~~~~.:;,~·;
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:E~pense.Adjus~ment'CalcJll~t.iQJ1L':/~li;';
~ • . .•. , ,', . • •. ," ;. .' ~·.1:'· ~ _'~,~.-.<i

.. . ~.. ,"::'~': ... , >~.!:. l!

,-', ,':< <'" ':'~' .:~: :::..',;~;?:-:.. :'::~~:

• Any rural carrier (or non-rural cclrrier '. -.:-"':"~;;/'!
\ ~ \. ;, , J' "\t; . ' I' ~~.. •

receiving hol<i-harmlesssllpport) wh6~e':".""'·~:;~'i;'~
.; " .,'. ;I" 1 .' ;..,1' ~:. ",' ".):_ ":...~., - ,,~,.--, l_".~.,., '·";;~',-.it';~>'-':""';"'i l.~..-~. " ....~ __ .. ~~~t~~~.~

study area cost per .loop .(~A(a~Llj~;!:greater:··~:;¥?;:i?~~
than 115% of the'hational1lverag~'t6st p€r'"~'~::,~~i~

" ". .';", ., .; ."'~.

, loop (NACPL) is eligible to'receive~lgh ·.••.·.;",'f~,:~:
cost support .subjeelto" theprevlousi1':~,;:{">';,:l~~~;~~

, " . ' ' .'" '.' , • . ,,:! ',;',.". ',~. .,' ~, .::<" ; ;,;, '0.. c~,," .: .:: '~7, ,;' ";.;1'~~;..1~~!";~~:'~'~';./\

"'. describ'ed limitations " '."(;~. " -.. ~ ':\'<:~;:J~ .. ,. -~'~~':~':'~,~~J't~i2(:, ;;;
• .. ,'''''' • .." ' • • 'T .. • • ~
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Expense Adjustment.
. .~,

.,•,Calculatioh(C()nJ~)" .
. "- :~~;, ':~.', .: " .:, .~'~:~

• for study areas with 200,069orfewe~',,' .... '.,' . :"!i'~-~."
" ", ' \. '1 .,.,;,~ _. I" ,-_"'11_:. '

working .\oop~, the; exp~n,se,Sl<iju,~tmetit .•,,3.. ;:.', ..;:;:,;,;"
. " , ' . '".' ~ "''';'"''! ",,~ : ",",... I..,,:,;~,~,.,:~~ J.>t~,.t'.,I"'<"';:f>'r1'~~t~~.

(additional interstateexperlse' a.nQ;caJibn)';i.,~,;~·/::~L;':i:
equal to the sum'of" . ','. """~'..:.>'~~'}~::)

.', ;, ,<,: .. .,' . . ",.~,~;:" "" ',,",: ',' :::" .;i~ltt .'
• Slxty- five percent of the study· area averag~" .. · ~::' . '" .."..~.~."'\~~~~;;".

unseparated loop cost per WorkiVgJoop:inie~~~~£'1)~.~:2ii~~~
115'percentof:tlje national.~yerage fori; ~r.ili:~d()st;Oil~i::·~~~·~l~~·;i,/;''::~:

_.." . ,,'-:, , •. _ ',' ' ''';'',''" ,: .._~_'_'''''' ,_ _,~ .....Iilr :"~#'__.t:~,.,: '-

not greater than J50 'percent ofJhe:nat~onar(lv~i·a~~,,;::, '7.~.j:'· .(.~
I . " ~" ' ., ,-" ro_'.' - .~~ .... f""·~. -' '......., '_ .;.·-lS..··, .... ,\t···

. .'" .' .' ~ultiplied by the·,~tiumber,of:~Qrki!1g1,9·9P~~for;~h~-.!~.· ··:·:~:~r'c .:
.' .',' .. :: ",\.,.,'" -'" ,\.' ' :' d::' '");:,: ';.:" ""1' . '~';'~;;i~"'" i<' ", ';';'<).:')'::'~:" ::,:.,,;4.,' i, ••: ..."., ~)'.··.-~~~.i;;;·· .:; ....,:·;?i:..'J St..r\·;;;:',

-~', ,. --:/1;."1.. ,.. :'~., -stu. Y,4area,~,p us ... ~~~~,;,.lil ' ..J."::\~ ....>'; i:;~;"1:.,:~~>··,!,:;""',''' .. ~?k:!i~. '!..';.!j;!i~·~,;-,'''';,;t· ,;.,~AI'~,

'C,,:'" '~~ ,.,~,.'.':~';'~;:{" ..... "'" .;,:<..t,.~;·., ·.,. '0 •:',~,.,;~~:E::_;';'~ ..~ .,~....~,~~:}/~·;;;~;·c~~~,.;/tI·:s:
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Expense Adjustment
,Calculation(cdn~.) ,
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• Seventy-five percent of the studyarea av~r51ge ",:,,: "":'":'
unseparated loop ''cost per working.loop'excess··of' ".i.;~::fi1·." ,
150 percent of the national averagemultipl!ed by>the\,:}:if'<f:
number of working loops .report~d,_;,',., c', .,',,':', • ::.;!':.";'~~~.>'~,., !~ ,:'< .. -,.;.,".' :'~;~~::I

• 65% x costs between (115 ~p.d 150%).:plu§',:\":;~,.::'
I • t, _ .. ~.~ • ' ./~;-,: ' • I .~~~:;

75% of cost In excess of 15'0%, ofNA·CPL";·; ":F)~.,,:::
, ". .~·1 ~ 1'-. ". . I: ..... i< ..... ...;. "'.' '1' ,jlli' .

"" .... .ii. • (" ,_ l~, "/"',;",·.f~ '~. . .~.. ~p'~( ,.~:.,.~~~ ~~'"

c,', ,'" . , ,. . ',::j "';~::<,:,~;;i~t,i;~'
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E'xpense Adjustment ", ,1{,'
.. . - ,.'"C'-, I: 1,' t· ,(,,',1' • t ,). .,., ,',";/, :.:;~.~ .. '..>'",<,;::~:';~:, ,a eu a Ion con .,,' ,,:",' '>,.,.",<C:':.'::"T;';'~';:~:;
. ,w ......' ." " ~ .-

• for study areas with 200,009ormor~~;, '~'~··'·"'~·',c,.~:
, t.; -~,\.~:~. ; ::t~J' i I'" ~;i,~.;~ ,

working ,loops, the,expel)se;"~djustmeijt ,.'c,·:~,.:,~: ,:.,= '::,-':'\:;"'
• "\ < " ." ., • " "', ';';~':'~1, .... , ,"',;'" ,>I:(A1-"''''!'''-'.'''':',~"" I .":, ,.;t~tt.",~;ciiil.;

(additional interstate "exp~~:t§e;~, allQ~~~tt9ffJ:~i$,:}''':.~:',.~~:''','.~;.~''
, • ' ':' i.,',., ~ "."" _ :', ' - ~.'; '~: ," i)': ,.:

equal to the sum of "~.,., :" ..~-': ...~/'~.,;:, ':
." ",' - _'._, ' -,' " .~,.~:/, -,: '" "..,.,. , r ....':'.~. "f:>J~"r,

1; • I,' " :,.\,11," • ',: i\~,' '_ .. .. '-, ,~,11.:" •

• Ten percent of the study area~yerage uns~p~rated:-". '<r··~<;/~:';}."
.. l' """ ,,' k'· 1 ,~.' " ~ ,.,F' ' , '. .~; ~ "f'" ",' .;~ .""'<'(;" .., ';;;:/( :;;''::{iti.::~~,oap cost per wor lng. aap In,ie~cess a ""lJ~,~li~rqent'>"j;~~;;}-:

- • ".. ' ., '" ' ...... .- ,.~~ .~,' ·,:'t,:. ... :.. -0,_ -".', ".'" I'.,:',.~., .... +-,~~:',.• ~, .

ofthe national average 'butl)9tgie'ater~tfl~n':':r60j~~>::~, ;~!;{ri?ii~:,;;r:.·:>::·,
~ , '_. ~ R .' ,t'" ,,,:, .. . '_"',~-~ ;_t"_, "!:~'~l ~;.,~,,:,,,,~'~i-; _

. perc'ent of the national average,rriu1tip1ied'D,y the" ~".~.,;-- .. ;';,~:/,' '.
: . . ,'. .' ".~'~' ~.,;~<:!";.:,- ~ . ~.. ~ " ~~~;, .. :</~, ~

n~mb~r ofworkin'g lo,ops (~}r,tR~ s~udy~r~gi~'plus,·',',:'·:': ....:t:8l'
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Expense Adjustment,,';
. . .' -~

."Calculation(cont} ,'.' ':'> ..... ::',,','.:.:'~
• ~ ; " _ " • ,. ::' " . ~:; :,-:: f" ,,'-;.::.,' '.,. i

.. , • ' ; . ' 'r ' - - :'~' •• - " - ~ ~: ',' -~ ~\~;.;.~. -

• Seventy- five percent of the study area averClge-,,":~ . "',y :":

unseparated loop'tost per working 16op'in,~xcess'''of, '<':~t" ~
"' , ' '., " ' '" 1,,~., .' • • ;" ',,',; ~:4' ,/.!,

" ,250 percent ofthenationataverag'~nlultirli~<;tb~;~the",~,,';",tih~~~1.~

.number 0 f working 1a.ops.- for'ihe".~stU'dY" ar~~-, '~.~:"~';~~'~':~" :,~- -.;' ,', :~::: :.;:~;.;;;::
,,--~' <"~- .~: .... ,.. - ~"~",::~:~t:~f'" ,"'/- ,-:.,:\::- ~;~.~J ..:. -.:

. . ,.,.' •• ,,'-", _. ::~/. ':. "c;. '.',':" '. ~;'~ ;::;:~~/::

.' 10% X costs betwe~n· (115" a~d 160%)tplu~,:;"J~:/
o -. , ". ' . ' . ' :,.... "J. t".,. ~/ ••t~~..../:'~'~,~.~.,"::a". B;'''Li':.~...:~,:.":.;.,.:~, "::':!<'lff~~?:t:

30X> X -cost~ betweGnkCl,pO.'angs~O~O·.?9) ,~plps~,~:,>~';::~;fr~Af~~~':

600/0 xcosts between(i06'ahd2s'o<Xi, pl{lS;:·';'~~~'~..:}
·.750/o.ofdost in exdb.ss of25Q%otN~CI>E.:':';":~,·

.. , , .. ,.... :"'~',~ <~<,: ,,~i¥'.· '.' ,:,,;i;~~·;.~',> :A_'~;';);,~"',::&{'6,!~'::'''>:,,;t~\!R'':}'~/i ;~~!~::~fA(~~:
.~ • r -. It' ....... (. - . ,,-' • " \4; f> f'. . • .' -; • 'if' 1"". ~... 1 "". :: _.. il fI 't.., 13 .~1'"., •

<" .'<.<" ..... "'. ':.": >' ~::~:~:i:,,;;-',. ,'-, - .'>, ,;:::..~\.;~~ .. ". 'Y~,- ,-' :~.,>::' i~;.~·' ~.\l.-;';" -;< ~ ..'..-\;;<~~:' -, =\i;~, ._. ::~'~-.::::..~\,~:~~~ -.:
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• Currently three m'ychanism~,'in plac~··bl1at'·"'::"':~,,':
potentially place limits,on in,divi~:hlal)tU<:lY,".'?" '.

• H. '.s l' :, .J\. . L ~. l";"'~'::<"',:-lit.. .:, ... ,:.~!.~... ::'~t:.,.:~L>J~:~i~. /.:---',;.::..··;..-P1" :

area loop cost~ and/or exp~nse,~adju~thU~iit,:,c.,J",'~'

1 1
· ". ",'" - . "<:'i,."".', , ':" :',:~ir~' "

eve S '" '~', ') , , '" --- , ,';
.. • '. .<,,':1\'- ." '. ..

. . .,.';':.,' '. ~ . :';::~-' ",

, ,~, ' , ,oj.,":",," " ,~~:." ! ," '~~~!e :
- Corporate OperatiQns Expens'e, Limita~i()p,:-: ,;.: ·:,·:~:t~f:;<
., ' '" " ,. , ,,1 .~ ,',' ;', '". , ':~ ., ',;':~~'\~ ,>, ".!fr~t.,~.~>,,:: ~'~'~~"<,:',~"':~,:,~~~t~~~tf~

-'",Capon Growth InTQ,tal~SF E~peI)s<~,~j,.·::~,:,;,::,::,.;,;~~~.' ',', , "'~:;:-.~~:~~/~:~::
• ", " ,';' " .• ,':_, ". '~"':.',C':;, i," ,'. ·~_·::,;£~~J;'.,:.e· .Adjustment ~' :"';", :: '\~.;. ':;'.;'.J~f·."

, ,,'" ,}',":,''';'j' ,:";::t;/':
,"'~~" ,-, Cap.on}ndividuaJ1:§hldyAryf:!VSEP~~e9ts.'''i >;~~,,,,

"" ,'", :,~,' .,,~:·:""t".' ') .:'.~;. , ..... , _, . .- .. :.:~.~•. 4.1~1~'f"'}:">~~ :.;._ .~,~1",:~·Ct.~~·',:~~t,-·~.,:t~.·~·<i::'~'" ,:",,~,.~>~~~>·.f"~"':'':''~'P~.• l<·~,~' ..... , ~~~',:,.~~':.'~"<""';)'.~~'<~:;'\."-':"':~'~"~.~>(~!?..:.. ~
<; I. , ' '~' ;~'L '..it. ,., -,.' ", ' ,-,A"" l'-'''~ ' ,< ,-" .' ,- >::"~(,i,.;,ijl 1"' .. ' ..~'"- ",'.-' ~ ,,', .,tr:t .,... !' .' .,~. ''',- ,'.' ,,', ",,:-1/.,-"1-- -' '"" ..."';.,- .~. if " ,iIIt,'itf'iil

,'. ~, 'c;,:'~' >'," '. ';. ..' ,,:'~;';'-, -~,; ..~ /'~,: :,:c;c':ff~:;~' ~- ~ _:,~- ~:,;~:t::,' 7;-'j~~:~ ~:_: ,.:;~::;;:,;~~::;. ':}~:~~f;' }~:
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"Corporate Operations Exp~nse:'·:\·~:,'~
• e'· .. • .···L· . ·t 't· ., '. .: '·.i\']· '~" (:,~~~. ',', . ''.'''i;';X~:'.~'lffila Ion., ' ." ,.. .. ",:,~ .;..;
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• Since January 1, i998 TotatCorporai~ "',"'.,,~,,:
" "1 "I '," ... _~j~,~: -

Operations Expens~, for purpose,s,of", ..'~;y;;,
!.':- " f'~, - ."4., ','. ," ,., .... -. , .' t"~~l. L.~1 ~

calculating univetsalservi,ce slJPPPt1!' :, ," . '}' ,," .>~; x;

payments, have been limit~d to the lesser. ' ":'i'k:"':

of: , .", >" c" ,,>,,;,,::;\~."',:,,;,:~t~
- .. actual ave.ragemontblYP~~7lirt~:;;Cqrpqt~at~::,~, ':' ..~"~:~;"7;~;~:'F;'~;

Operations Exp~nse; or .... \. .', ,', ':' ..''''":, ,,:"':!;;th.t-.:;
~. ~ ~.~ . , .

"'"
"t-, :~ .. '
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Corporate Operations Expe:nse' :~;c,"

L
. (' '.. .) . : .',' ,,"::>."'i

. . 'ImItatIon cont.,,·. "",.,.<",~:i~~:

.,' ..: . "~:' . ..:,.. :' . <~':"~~:l':,·

- For study areas with~ 6,000 or fewer working ioopsthe .,." :i;'~,,~:;'.".':'~
.< ' " ',' '. • .' " • ;,.,/., '

amount 'per working1oop shall be\:$31.188 -'("(~023 x' ". ,- .:~~l:( .'
.' the number ofworkingJoops);()f~J$25~OOO+the'" '·'·J·~lf.;;,

.number of working ioops, whiCh~v~riis··'gi:e~t~~ :.':, ;,<~;;~ . .',.:.~·.~:i. :._·'r~:~~:'\:·;,~~,r~~;
" - ~.~". '"~~.,:.,-,".,,' ,- .~ .',~- ~~;--_.::~" - ~ "',:'-:-~~~_.•~~.~,~

- For study areas with-more than 6;'OOObu:t fewer,tha~ :.,. -""'~.~':',/:
. . ,,1.- '. '-' r·...... ",t:r1f."

18,006 working loops, the amount~per wO:rking~~loop,"', ',', .<:.;.~.,: ,:

.. shall be $3..588 + (82~827.60,:.t~~;~;U111~~I~fJ~9I~m~~,~:;j~~
loops)· " ..' .'.' .. ' ;"'. ,.- " ':~'''': "" ~;"~ '.. ,_.; ..>.;,~~~.~,~.;.,> ..
. , ".: .....: <'y,.~:; .: -'?' .:- <~', ,'" . ,,;.~., ,r _. ':~~;:~~H~(~1:l;i/:" ;;;

- For study areas with~ 18,006, Of -irtbre ·workin'g;loops,·~he~·;-:·,~?;-r~··, ?
amountl'erworking,loop shal~p~$8.188:.·:\:···,···,.'.·:}i~··
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Corporate Operations Expense' ". ,)f'
. ~;. . :' , " . .:" " .;~:: ; \,

Limitation (cont.)
.,' ..'

• Fixed $ 'per / loop'_limitatio~,does n~(; ..···.:':::":f::
'I 'J~' \. 1 " ~::./. I~..• •~~';i. ~

recognized infl.ation ".,.,' , ,: ,::',' '. _',~ ... ',~: '>.;':;\:"~<.
,;. ;.t :.' .~. 'Ii I.~ •.,.~. ~ I f ~ I _;~",,>-:'.: t. •. ' _?;~tl' ~~.

-'. n'. J. • ~,~", •• - ,.·.il:'·"·'· ,- ,'.: ~:<-', ~. ",. ,~' ..:~~ ·d.-'~·" ,.I~;·~~~,.E\._:. ".'~:>tt

• Number of rural.c()mpani~:~:impact¢,~,.:·:·\:~··;:;i;;,~;~;~i~'~
• ~ ..r·~· '.;1;'" -.. ·.i;:..:k ,','.J ,. _ "'" >~".'.• ":"';~.-f .. '-.;;-(-:;,'; . ...~

increasing annually . .' '., •. '...,- .' .::>:>~:'~-;,it/~
'" .\ ":, . , ·,0:·r "~, '..I}~iJji· ::

• Per .company monthly i)Ilp~cts.inclti4.~.Qi!l1.:v:,~~{~i~
material at Attachment C"· .', '. ,..•' .-;;·L;i':;;;T.,:·;··~~iY;\:;~. ," ',. '. ,'~".,<:<;~.,',;,. _.~. ,::.r~:i.~}·' ..,'tA', -"~?/.'~;'~::i;,~"~:·'~~~

: "'," ..,..-J;o. ';'-~; •. ; . i ....,... ~.,f1'

, :)f~{:':"" ,,~~itk~r~~'., "'':_:': ':L:~~~ZbS~:' __ ;'-
"

. :.1 .or,
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-i' ~':,.

~~ R

•., ,~~~1\r.,
.;' ~ .. _.~

,.,.,,':
.' 1;} ,
'j::;

.- ,

,f.

~I • r~ -', ":;·'r~...., ',' ,"-.'f • !.:~~ ,:~~:;~l;;~" :~. : .. ·..:<t·· .. :~, "~'~~~'- ';' .~.
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~?..jtation on Growth in Total'·· :~(l·
"~:'\~ . ' . ' . ' ","'.". ,": , . ,;

USF

/ ',:

~~-'

.: '

.'

" - ;'';T'

.~. '~",I'-" "( .' •

~I. .~'.' ";",;...:: ";"", <>;.::<r.:\;;:..;~, .

• Limit on Growth in Overall Fund Size ::"'~",~~, ~ ..., /",<
'. ' - "\ :""c' , ;\,":'~;,;:.:' • ,- ..:~~;1:,:·: :. ~r .' ,_ ," .,:~;-.~~,.: j •

',' ;. introduc~;d b~ginnipg vyith ,1'994;,~slJPPQrt· o .••~,;••:,.·,'·".f ."'~';;::/#"~
,V'i ""' i '.' " :. ....' . "t' C'. '.' ,'" " .'" ' '.' <~'~ '.~'~", .":. '. -. . '~~.:o;:;\:/·~";'M4:,,:.~,{'·~·~·:i /J~~i.:,:Jf1~~~~

paymen s. . ',':' " ..~ ."." "',~"-:-',>(,;;" ,to' " r. ,"W' ,""~'~:lr' '. " ' ';';:'. '.' ;..,<.. ',"=,' .,'.,~-;.\' i'Tl,"';'_·?<:i:~~~]/' .. "''';

-' The annual amount ot the.total'nationwide 106P.'c:6st,:~, ~:':~',~~;:~\.,,:':~

expense' adjustment c.alculated putsuant to .S'~:~1ton36:9f:;;:;.~.'~i:; ,:
.the Commission's rllles. may n~t¢xce'ed~the, (l,iJ1~1Jtit,QJ'<~:",t-,j:t~~~r~~'

.' •. ", .. ,-,' "'."" '.- '.'. "', '.';.:' I~ -."":', ~"~.. ~.' .;~T .....~:-~·e::s·i:.' " .. -.;

,.the to.t.alloop cost ,~xpensei'~gj~§fmetit fo~, tlf§,;i~rec~4i~g~~0i;!f~,,'?~'(';
. , ',' ",', . '.' •. ,.. . ... , •• ,,'-',.. ;;,.• ,.•.. ,1.'

~alendar year, incie'ased by,the:rate of i.ncre·ase~in.tl!~:,;·:~l}.:~:;~~:··' ,',:

total nuwber ofwor~gloops d4FJng the preCt~ding> :':',~~r·.'
" ;" :1 :d': ·~~¥'ea·r· ", ,: ',( :~'.~,.':" :: ~.:.;:.;~','.. ' <':;' "».:".:: .,' ,.,,~. -·~~ ..{X,\;.' .

.' -t' '. C.a, en. .ar~···, :j.: . ,. ~):<r" .~: .. "._, ,:>- '~;" J \"~. ;_'~.~. ,l ..'~." \.. 'Jo..~"- ·... ~;,; ... ;f·i.:, 11 I -t" ". ...:.~".. _.~,•• 't, . ~~~: '~'-""';'~~_: .j .r i~' .......x ~"./."i;,,,' ....,.. ,? .. ~. -' ~~~ to]';':._~
.'11, .:';""".' 1.-;;/ . ,"',~ ~:" .', ,':"., I"" .. , ",}{o~":,, c"' ....,.·"',·.;.{.·!i(i~t.'.0i4. r',,,,,"'':'''' ,,, .• l .~;J>:l"lfA.<·'*''!.'!:c~fA't''''''~'( .'... ~plt.;~

:.... ...,'..',. '..• ~> :.,~~~:t,;:;". 'c" ;. .:: •• ;~:'I~~~f;';,{ ~,.;}: ..;~~~~ti;'1'1·!f :t:" ··~~/~t;;~~~;;tj{~i:f<;:'~~;
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, Limitation on Growth in Total ' :~;):
• :, ' • _ ".' ~ 1. .

.l • .'

USF (cont.)"
... , ; . "." :.

'.. .~ .~._', j., ", • ~:- ) : ..... ''''.- •

• Limitation 'accomplishe'd through imputing a NatiQnar .. ,,' '··· ..;r;·'i

" Average Cost per Loop (NACPL) that produces tJ)'e' " .:'.:"~,?"

appropriate level of funding·! ~ .... ,'.,' rf,;;~'~;;~'~ '\' .;' <:',:~.' ;'~t;,~l·~:~;

-' calendar year 2000,"true NACPL" of::$239A8'piotllic~4,~c) ,:,'
. '.' ' , I, ,. " • I. ,'. '.'

a funding requirement of $1,026M .,.,' .~.;' ,';',.'" ~'_... " . '.f~~~i.:·"<~
, . ". .'. ;::":,,.,' ' ... ,;;:t·; .

- imputed'NACPL of,$251.76 required to m~et,:~l:q,oq":,.,: ..·:·>,:;~~(".,,
~ d' 1· . ·f $89 "'8' .' ..'.." .". ...' .:,'\~" < ::, , ,: " ·,:~,':~<?"'1t,' <. lun' lng' lmlt o. 3·· M -, '-,' '", r~:;':',: ':." ~'!i~,.'~ ;"~!'.:' ".-,,:.t :"l!/~t-!v4;.

, '.. . ." '.~.',,.:.' ,', '.. .": ,,~~.:~;,' ~.~ ,::'.' _,.;:':~ .," ~:'~',';~~~~:i:<.~:?/!;

• Support ,available, for any sttidyareCi' who'§e. ann.uill'16opi', ::i<.;~}f:1:t:l~·:'::~.'\
. - , .. - ...... _ . -..: '. . ," . ..:~ .~.~ ;;...(..:., ~ ,. ,., .' .~<.;.... ;t/~~; _:. '';

costs are greater than $289.52 (115% of $251~76 9f·121%:,"",·" "~-':~/f'<
" f $239 48)' _. " .'" ' . " " ,'.:~:}' . '. ,'f;' :"'"j~". o. . - > ' ' ,:',' . ' ' ::':'.':,.' :<.-.<',: ,:~;'<: .

,"'. :.~ ,._-~,:'i,~,);):"~ , ',;,. '. '.::..::~;~~:' !\:'~'" .'i;.t1tis
;'/ '~':;, "".;'~~4~'~·'i~~~:~;~h:}~f~~~:
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Impact of Limitation on Rural'
"

, . ., .... '0\ .:;~Qi'~
133 Rur~l Study i;\reas lose all suppo,t:1: du¢ .... ;;·t.!

• 1. , ' I , ~ ':."; .~~~}.

to higher;:,.thre~hold, ;,~,~.',~~~".' "A,',' ".,:',," ·:'~:S;~:,;;,:.~
". ..'" .,~ .." , . .ii,..~. • '~ .. _~.. ,; .;e;.~~"""11 .~", -\ _~'1i'0l.::"'.!j \.:.,;...~ • N1'-t~f~~

,: ". ' .,. '.. 1"'"'"' " .•:':'~~.{"';:~:"~ .. ,"._~.~ t ;;·5'·;.~;,.;J:~f , ...};:.::

1,019 Rural Study Areas inontlily:s;~pport·,O?:i'>~::~?·.·('!'>~l
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NECA Rural Broadband Cost Study:
Summary of Results

Executive Summary

This study estimates the investment dollars needed to upgrade rural study area
lines in NECA's Common Line pooP to broadband capability. Included in the
estimate are plant upgrades on the customer side of the switch. Not included in
the estimate are investment expenditures on DSL equipment, switch and
backbone transport to other service areas or the ongoing maintenance of the
upgraded network necessary to provide broadband services.

The results confinn two widely held beliefs about wiring rural America for
broadband service that seem contradictory on the surface. First, the estimated
bill for completing the job is enormous, about $10.9 billion. Second, rural
telephone companies are rapidly deploying a broadband capable network
According to the study's respondents, about 65% of rural lines will be capabl2
of providing broadband service by 2002. This fact, coupled with the ambitious
rollout of data-network services documented in NECA's Access Market
Survey, show that rural telephone companies are trying to meet their
customers' needs for high-speed lines. \Xlhether the pace is quick enough for
policy-makers, or the targeted penetration rates are high enough for them to
accept, will detennine the funding needed to reach public policy objectives.

1 Based on the 1996 Telecommunications Act, the FCC has recognized 95 non-rural and
1301 rural LECs (The latter includes both NECA and non-NECA companies.) Of the 1301
LE Cs, 111 are companies NOT in the Q pool. A further investigation indicates that an
additional 49 NECA LECs were omitted from the FCCs rurallnonrurallist. Therefore, a
total of 1239 (1301-111 +49) of NECA's CL pool members are Rural.
1 The FCC defines broadband as "having the capability of supporting, in both the provider­
to-consumer (downstream) and the consumer-to-provider (upstream) directions, a speed (in
technical terms, 'bandwidth') in excess of 200 kilobits per second (kbps) in the last mile."
Inquiry Concerning the Deployment of Advanced Telecommunications Capabilities, cc
Docket No. 98-146, Repol1, 14FCCRcd 2398,2406(1999).
3 A broadband capable line can potentially handle high-speed services. If the telephone
company does not offer these services the line is still defined as broadband capable.
4 National Exchange Cuner Association, Inc., Access Muket Survey of NECA's Traffic
Sensitive Pool Members - Keeping America Connected: The Broadband Challenge (1999)
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Background

The FCC and several members of CDngress have suggested the need for a
targeted initiative aimed at deploying advanced telecommunications services in
rural America. As defined by the Telecommunications Act of 1996 (Act),
advanced telecommunications capability refers to "high speed, switched
broadband telecommunications capability that enables users to originate and
receive high quality voice, data, graphics, and video telecommunications using
anytechnology."s A key concern is the ability to provide broadband capability
in rural areas, where the cost of implementing necessary telephone network
upgrades is expected to be significant.

There are a number of factors which typically increase the cost of serving
customers in rural areas, such as large size of exchange areas, low line density,
and scattered distribution of telephone customers. The exchanges of rural
companies in NECA's CDmmon Line pool cover 35% of the land area of the
48 contiguous states plus Hawaii, but serve just under 6% of 1990 households,
or roughly 5% of 1998 USF loops.6

Report Highlights

The cost of upgrading rural local exchange carrier networks of NECA
CDmmon Line pool members was derived from two studies. The first was a
detailed engineering study that was completed by a sample of companies that
had or were in the process of upgrading their exchanges to broadband
capability. This studymeasured the cost of upgrading lines. The second was a
deployment study completed by a sample of other companies to estimate the
percentage of lines that would not be upgraded to broadband capability by
2002.

5 Section 706 of the Pub.L. 104-104, Title VII, § 706, Feb. 8, 1996, 110 St~t. 153,
reproduced in the notes under 47 USC § 157.
(, Universal Service Fund (USF) 1999 Submission of 1998 Study Results by the National
Exchange Cmier Association (Oct. 1, 1999).
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